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To the President and Congress of the United States of America, the Federal 1 
Deposit Insurance Corporation, the Federal Reserve Board and the Office of 2 
the Comptroller of the Currency: 3 

Your memorialist respectfully represents: 4 
Whereas, the consolidation of commercial banks and savings institutions 5 

has dramatically altered the structure of banking in the United States; and 6 
Whereas, the number of financial institutions insured by the Federal 7 

Deposit Insurance Corporation plummeted by nearly fifty-three per cent, from 8 
14,496 in 1986 to fewer than 7,656 in December 2004; and 9 

Whereas, the one hundred fifty largest United States banks increased 10 
their control of the industry's deposits to $4,298,226,795,000, or nearly 11 
seventy-nine per cent of total United States deposits of $5,465,016,000,000 12 
as of June 30, 2004; and 13 

Whereas, decision making power over depositors' money in America is 14 
becoming increasingly concentrated in the hands of a few banks, as is the 15 
style in Europe, Asia and Latin America; and 16 

Whereas, our nation's founding fathers created a banking system with 17 
checks and balances to prevent the concentration of power through money; and 18 

Whereas, an American banking system has evolved that favors large 19 
businesses, a system that allows and encourages the redistribution of wealth 20 
through the redistribution of deposits; and 21 

Whereas, small businesses rely heavily on bank financing; and 22 
Whereas, ninety-eight per cent of Arizona's companies in 2001 were 23 

small businesses with one hundred or fewer employees; and 24 
Whereas, control of the banking industry's local deposits currently 25 

reported in Arizona by locally owned and managed Arizona banks plummeted from 26 
ninety-five per cent in 1987 to just over five per cent on June 30, 2004; and 27 

Whereas, locally owned and managed Arizona banks reported deposits of 28 
$3,139,313,000 and out-of-state controlled banks reported $58,670,494,000 of 29 
the total $61,809,807,000 of Arizona deposits as of June 30, 2004; and 30 

Whereas, Arizona deposits controlled by out-of-state banks are subject 31 
to the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 32 
(Interstate Act), which prohibits a bank or a bank holding company from 33 
establishing or acquiring a branch or branches outside of its home state for 34 
the purpose of deposit production; and 35 

Whereas, the Interstate Act requires an out-of-state bank's or bank 36 
holding company's statewide loan-to-deposit ratio in the host state to be at 37 
least fifty per cent of the published host state loan-to-deposit ratio as 38 
determined by the loan-to-deposit ratio reported by banks in a particular 39 
state; and 40 

Whereas, the published host state loan-to-deposit ratio of 41 
Arizona-chartered banks is sixty-three per cent.  Out-of-state banks will be 42 
in compliance with section 109 of the Interstate Act if they loan only 31.5 43 
per cent of local deposits back to Arizonans statewide without regard to the 44 
branch that is the source of deposits; and 45 
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Whereas, the loan-to-deposit ratio of Arizona-chartered banks is the 1 
second lowest in the nation, allowing exportation of more deposit dollars 2 
from Arizona than from all but one other state; and 3 

Whereas, the multiplier effect of local deposits reinvested in a 4 
community, a well known principle to banking, may create additional deposits 5 
and available local financing equal to five to ten times the original 6 
deposit; and 7 

Whereas, decisions by bankers far from Arizona, with power over 8 
Arizona-originated deposits, differ dramatically from decisions made by local 9 
bankers with grassroots knowledge and local interest; and 10 

Whereas, out-of-state banks are rewarded when they loan Arizona 11 
deposits to other parts of the world; and 12 

Whereas, small businesses in Arizona, the economic engine that produces 13 
ninety per cent of the jobs, are unable to receive adequate conventional bank 14 
financing to fund growth and continue the creation of jobs. 15 
Wherefore your memorialist, the Senate of the State of Arizona, prays: 16 

1.  That the United States Congress enact, and the President of the 17 
United States, the Federal Deposit Insurance Corporation, the Federal Reserve 18 
Board and the Office of the Comptroller of the Currency support, legislation 19 
that would increase the fifty per cent minimum statewide loan-to-deposit 20 
ratio in a host state to a minimum of seventy-five per cent, would require 21 
reporting of deposits from the source state specifically and uniformly, would 22 
require the reporting of the loan-to-deposit ratio of each branch, would 23 
require an acceptable level of loan-to-deposit ratios for rural branches and 24 
would provide a minimum of two small business relationship lending centers 25 
for nonmetropolitan areas of each host state to be staffed with bankers with 26 
lending limits of at least one million dollars. 27 

2.  That the Secretary of State of the State of Arizona transmit copies 28 
of this Memorial to the President of the United States, the President of the 29 
United States Senate, the Speaker of the United States House of 30 
Representatives, each Member of Congress from the State of Arizona, the 31 
Chairman of the Federal Deposit Insurance Corporation, the Comptroller of the 32 
Currency and the Chairman of the Federal Reserve Board. 33 
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